St.Louis Numismatic Society = an Eric P. Newman 
March 16,1934 : 


MONEY OLr SESr AMERICAN COLONIES 


The monarchies of Europe emerged from the Middle Ages with a more or 
less bimet&dlic standard. Gold and silver coins of practically full value 
were plentiful. Silver was the fundamental standard and gold was coined at 
any necessary ratio,with the result that-a change in the price of one of the 

precious metals in one locality would soon find the rarer metal eliminated 
from circulation. From early medieval times each country desired foreign 
currency to circulate within its own borders. Coins were wealth and when 
removed from another country,they were a sign of military or commercial suc- 
cesse They could be melted and reminted with a profit when prices warranted 
it. To secure a means of paying royal debts,the treasuries became monetary 
jugglers in the art off debasing the coinage. By this simple scheme the value 
of bullion in the treasury was increased;the purer coins nevi been removed 
from circulation and debase@ coins issued in their stead. Silver and copper 
became substitutes for gold content and "so-called" siver coins were adulter= 
ated with copper and zinc. In some instances coins had only a trace of sil- 
ver ,for custom had it that royal money should have silver or gold in it. 

The people were mot informed of a change in the fineness of the coins and 
the debasing acted as a capital tax. Many persons responded to the govern= 
ment thefts by the habit of clipping.and sweating the circulating coins. 

Copper was not coined by the governments, for private money supplied by the 
tavern-keepers and tradesmen served as small change. In the reign of Bliza- 
beth,in an effort to have a sound currency,copper money was first struck by 
royal sanction in 1607 ard all coins had their true value in metal stamped 


upon them. 


: 


_ This was the state of coinage to which the early settlers of America 


were accustomed. Colonial currency can therefore be excused for its slow 


development through primitive methods,its varying currency materials,its 


a) 


Fatho, 
blue beads for a penny,a Remlieeeg or six feet of shells is worth five shillings, 


—— i = ee 8, 


transitory standards,its arbitrary legal snactwenes and finally its comblete 
paper money collapse. The colonists had learnt little about sound money from 
their mother countries and finding no gold or silver deposits they were forced 
to barter. Commodities were made legal tender by local laws and resolutions, 
and by usage a value was set for the commodity. Thus in New York beaver skins 
and in Connecticut § pence 

were worth d pence,so that although the colonies used the same money of account 
the commodity tender value was different in one colony from that of another. 

We find the following commodities in uses 
Corn,peas,cattle, wool and pelts in New England, 
Tobacco in Maryland and Virginia, 


Lumber, tobacco,beaver skins in New York, 


Rice, pitch,corn in the Carolinas. 


In I688 the Massachusetts treasury held a liquidation sale of corn to convert 
the colonial commodity money or "Country pay" into hard money. Harvard College 
received many a tuition in kind,namely goats,cows and produce. Warehouse re= 


ceipts for commodities were circulated in the Southern States. Musket balls 
circulatéd at avabe of 


' because they we re an essential commodity brought one farthing apiece. 


The financial transactions with the Indians were decidedly beneficial to 
beads 
the colonies. Indian money consisted of wanpum; small swhite,spiral shellg, 
conch shel] beads. 
purple muscle-shell beads ,asd other ornaments. This institution was a me- 
dium of love,trade,religion and war among the Indians and its arbitrary va=- 
lue was sustained for many years among the colonists. In 1628 Roger Williams 


in Plymouth Colony writes that six white shells are current for a penny ,three 


In 1640 there was a crop failure in Massachusetts and the currency of agri= 
culture became scarce;the General Court therefore raised the price of white 
shells(wampum) from six to four for a penny , but no one had to take more than 
forty-eight beads at a time. In 1645 the struggle between the Royalists and 


Parliament in England found the colonies with no hard money and the General 


Court of Massachusetts ordered all unbroken shells strung in definite denomin— 


=e 
ations from one pence to ten shillings. The Duteh in Manhadoes (New York) 
made wampum for the Indians and secured a lucrative fur trade by this meange 
< At a later date,the French used glass bead wampum,many strands of which 
have been found near St.Genevieve,Mo. The Indians finally became more de= 
sirous of fire-arms,ammunition and "strong water" and it was then that the 
use of wampum as colonial currency ceased. 

The colonists brought little European money with them. It is of interest 
to note that William Penn in I69I urged prospective settlers to convert their 
possessions into at least one third coin. 

The most widely circulated money of all times was the Piece of Eight=- the 
Spanish dollar,eight Reals. The colonies used this silver coin in far great- 
er proportion than any other money and it is well to outline the development 
of this medium. Cortez was greeted with gifts of silver on arriving in Vera 
Cruz,Mexico and it required no occult powers to realize the vast supply under 
Montezuma's control. The conquest of Mexico was made under the pretense of 
divine power and with the aid of the natives a mint was established by 1535. 

In Peru silver was abundant and Pizarro and his successors shipped bullion 
to Spain until I62I when coin was minted locally. Thus Spain and its South 
and Central American colonies were supplying the world with silver money. 

This condition lasted as late as 1850. 

The North American Colonies from their beginnings therefore had neighbors 

who had an ample supply of coin to exchange. By 1650 Connecticut,Massachusetts 


and Virginia had passed laws making this 388 grain Spanish dollar legal tender. 


the English oe 
InI704 and 1707 Parliament forbid ss higher rating than six shillings on 
economic 


the Spanish dollar,being an effort to keep the trade of the colonies with Eng- 
land. The acceptance of other than "Proclamation Money" as it was called,was 
a felony but these laws were avoided by a system of figuring value by weight. 
Occasionally the colonists would losp much of their cirtblating Spanish 
silver when the English market offered more in terms of American money than the 
silver was valued in America. Thus the colonists could not economically hold 


on to the coin they gathered in trade. They were always short of money 


=A 
As transactions increased a value was assigned to all foreign money. Legis- 
lating the value of coin was merely an imitation of what had been done in Eue-; 
rope. per of=255 in ee sets, that 
Q) It shall be unlawful to take otherwise than 6sh. 4p. for an ounce of silver. 
@ Spanish-American pieces of eight are worth 6sh. 
(London quotations for pieces of eight being 4sh. 6p.) 
(3) English shillings are worth lsh. 4p. 
Gay The exchange of Portuguese,Spanish and Dutch gold and silver was likewise 
designated. 
the 
Uniformity of¢valuation did not prevail and we find legal valuatiany of 
the Spanish dollar as follows; 
New England and Virginia 6sh. 
New York and North Carolina 8sh. 


Georgia j 5she 
Pennsylvania,New Jersey,Maryland and Delaware Tgshe 
South Carolina S2she 


With the shilling calculation a multiple of twelve,and the Spanish dol- 
lar a multiple of eight,it was no wonder that the decimal system was seized 
upon by the colonists,when they chose their own monetary units. 
< Robert Morris in 1782 figured that 1/1440 was the common fraction of the 
legalized value of circulating fractional coins. 

Being conscious of the inconvenience of the shortweight Spanish coins 
in Massachusetts,it was determined to start a mint in 1652. John Hull was 
made master of the mint in Boston and colonists were encouraged to bring in 
Spanish dollars and bullion to be melted. The first issues were 12p , 6p 
and 3p being 2 pence per shilling lighter than the English money. Secret 
marks were provided,as the coins were merely planchets stamped with a de- 
nomination on one side in Roman numerals and the letters N.E.(New England) 
on the other. The mintmaster was allowed 1/20 of all the coin he struck 
as pay for minting. His privilege was unusually valuable and later he re=- 


fused to give it up. He was acquiring a large fortune as evidenced by the 


=5e 
fact that his daughter received a dowry of 30,000 shillings. The General 
Court provided a mint house and tools and originally the money to be coined 
was the only legal tender besides English, if Massachusetts. 

The first coins were too plain for the colonists and the General Court 
ordered that there should be a tree and the words, Masathusets In New England 
Anno Domini 1652. The new denominations were XII,VI,and III. pence and II. 
pence dated and made in 1662. The coins were fairly well struck and the dies 
were used without change of date up to 1686. In later years few brought coins 
to the mint because they lost bullion value. The tree on the obverse is of 
different types,namely a willow tree,an oak tree,and a pine tree from whence 
the name,Pine Tree Shilling. Since the coins had no English sanction Charles 
II. was unusually angered by their emission. Nevertheless he became pleased 
when Governor Thomas Temple of Nova Scotia told him that the tree was the ro= 
yal oak in which he concealed himself when Cromwell's soldiers were hunting 
him down in Staffordshire. But the mint was ordered siieaa mien with these 
of Ireland (1662) and of Jamaica (1679) is==ses. 

Maryland was the second colony to get its own coins. Sir George Calvert 
the granter of the charter was not allowed to settle in Virginia because he 
adopted Catholicism. King Charles I. urged by a Catholic wife, Henrietta Ma- 
ria,granted the sponsor the charter to the Chesapeake Bay region and thus the 
land was named Terra Maria:(Maryland). The colony was settled by Cecelius: 
Calvert ,Lord Baltimore in 1633, and coins for the colony were made in England 
and shipped to Maryland in 1659. The coinage of a XII, VI, and IV. pence in 
silver and a penny in copper have on the obverse the head of Lord Baltimore 
and CAECILIUS DNS (Denares) TERRAEMARIAE&ct and on the reverse a shield or 
erown with CRESCITE ET MULTIPLICAMINI (Increase and be multiplied). To throw 
the coin into circulation an act of 1662 forced every householder to exchange 
tobacco at 2p. per pound for ten shillings of money. These coins are of the 
greatest rarity. 

In 1682 Mark Newby brought to the Irish colonists of New Jersey what 


are known as St.Patrick's pence. A half penny and farthing are adormd with 


A 
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David playing the harp to the crown and on the reverse St.Patrick driving 
the snakes from Ireland. The legends of Floreat Rex,Ecce Grex, and Quies- 
cat Plebis urge prosperity under the king. 

The Florida piece of 1690 was made of tin under James II. and was made 
for English dominion over the Spanish settlements of Florida. England claim= 
ed Florida under Cabot's explorations af 1497 and though St.Augustine was 
settled in 1565 the English were determined to exercise control and provided 
these coins with a Spanish legend which circulated in Florida,the Carolinas 
and Virginia. The denomination is 1/24 of a real or 1/192 of a Piece of 
Eight. eiephant" halfpennies were in 1694 manufactured by a private spec=- 
ulator in England. The East Indian elephant is on the obverse and God Pre- 
serve New England, God Preserve Carolina and the Lord Proprietors and God 
Preserve London on the reverse. The reason for and the circulation of these 
coins is unknown. 

England did strike some special money for the colonies in the Rosa Amere- 
icana series of 1722-3. The patent for coining copper for America and Ire-=- 
land was granted to William Wood who'made quite a lot of money through his 

Rosh AMERICANA the rove J Hrrerctan 
operations. The motto on the faa is UTILE DULCI (useful and beautiful), Bith- 
er a crowned rose or ide full blown rose are on the reverse) edi these symbols 
ol first used by Henry VIII. Fa pe see from the badges of the Houses of 
York and Lancaster. The Rosa Americana 2p,lp and farthing whieh=were—sot 

where they were coldly received - 

sori teeters were sent to New York,. Mr.Wood tried to defraud Ireland by 
coining halfpennies and farthings which were yaderme snr... -to..thre—pomimd. 
of copper. The coins were spurned by the Irish for this reason and because 
they had the bust of King George I. The result was they were sent to Amer=- 
ica. A few other local private issues of copper appeared in the Eng- 
lish colonies but their circulation was very limited. One notable example 
is the Pitt halfpenny,executed by Paul Revere in 1766. The legends are 

THE RESTOREr OF COMMERCE--NO STAMPS--THANKS TO THE FRIENDS OF LIBERTY AND 


TRADE,illustrating the good feeling for William Pitt through whose efforts 
the 2YOO,000 pounds per annum Stamp Act levy was repealed. 


“Te 

—— The Virginia halfpennies were probably made privately with tacit gov- 
ernmental consent after the colony of Virginia had fora hundred years been 
threatening to establish a mint of their own. 

The French colonies in the Louisiana district had cojns of one 
sous struck for them in 1721-2 and 1767.The earlier type had the crossed 
L's representing the interlocking interests of Louis XV and Louisiana. 
These were paid to the French soldiers and were legal tender at all French 
government stores in America.The later issue of 1767 was decorated with 
the Fleurs de Lis and the motto,SIT NOMEN DOMINI BENEDICTUM.In Louisiana 
the initials,R.F.,were counterstamped on many specimens denoting its 
official issue by the Royaume Francais(French Monarchy) .When the monarchy 
fell the letters were interpreted Republique Francaise. 

The scarcity of small coin was always oppressive.A sarcastic comment 
in 1701 suggested that it was difficult to carry tobacco and sugar on 
one's back to buy common necessities and recommended more minor currency 
for those who had no credit.Spanish dollars were cut up into "bits" of 
one real to make small change.This"sharp money"or"cut money"is the origin 


of the modern expression of"two bits"or one quarter of a Spanish dollar. 


In 1705 the colony of Virginia passed an act that copper coins would be legal 


tender if only some would be mafle for them. The small Spanish coin,the 
picallon,was hoarded in Louisiana and later on circulating through the 
South gave rise to the expression, "Not worth a picayune".Small coins 
never could be made to stay in circulation. 

Paper Money Several plans were suggested during the seventeenth 
century for the issue of paper currency to relieve the money shortage. 
In an emergency to pay the soldiers who made the famous expedition to 
Louisburg during the French war in 1690 the first paper money was issued 
in the amount of E 47,000 .Repayment was to be made from the spoils of 


victory and since the notes were due im one year and unpaid,they were used 


for taxes.The General Court of Massachusetts, replaced them with new notes. 
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Renewal of these notes at more distant maturities took place until 1717, 
when a depression occured,specie was forced out of circulation,and the 
notes became greatly depreciated.A new type of paper money had already 

These were 

appeared which was to take the place of the motes _hOEn bills secured 
by real estate of private persons,wers issued from 1714 to 1728 in the 
amount of L 260,000 without the need of a sinking fund for repayment 
from taxes.The holders of the notes were the secured lenders,the treasurer 
of the colony received the interest from the mortgagor,and the mortgagor 
could easily finance realty investment.This provided a sound circulating 
medium,income to the treasury,and an easy way to borrow on collateral. 


avt | 
When the principal of the mortgagesbecame due and was unpaia the notes 


te some extent 
depreciated, &amsuchemas=thisicase;but new tenor notes secured by new 


mortgages or exchanged at a premium for old money préventen ee eee 
ation. 

New flampshire , Rhode Island,Connecticut,New York and New Jersey had 
paper currency by 1711;South Carolina in 1712,Pennsylvania in 17235, 
Maryland in 1734,Delaware in 1739,Virginia in 1755,and Georgia in 1760. 
Their history was monotonously tragic;the depreciations were devastating. 
Nevertheless, ingenuity in devising plans for the issuance of new money 
was little different from the search for novel forms of securities seen 
in our recent financial boom.There were interest bearing and non-interest 
bearing notes,legal tender ,acceptance tender,tender for future obligations 
only,tender for public debts only,redemption fund notes,notes payable 
from special tax funds,and loan bills issued by any official,committee, 
or assembly with or without the power.Rhode Island notes were so plentiful 
in Massachusetts in 1735 thet in self-defence a third form of money in 
the Cod state,loan bank money,was issued in the amount of L 110,000 to 
drive the foreicn money out.These notes were more or less the notes of 

unexpected 


private bankers and because of anrise in their silver redemption value 


they appreciated in value and were paid.More private bank and land loan 


schemes were promulgated but they were cut short by the English "Bubble" 
Act of 1741 which attempted to suppress financial frenzy equivalent to 
that of John Law. 

In Pennsylvania a public loan bank operated well; it commenced 
in 1722 during a depression.As soon as the loan bank was organized 
the colonists borrowed on their homes.With that money the common 
folk bought articles from the merchants who could obtain European 
goods-Things bought on the installment plan werecat usurious rates 
and business Giourtshed ane teas were well managed and for the 16 
year period the payments on the mortgages were adequate security for 
the notes. 

Taking colonial paper money as a whole we find Massachusetts 
money depreciated to 14%,Connecticut to 11%,Rhode Islend to 4%,and 
the Carolinas to 10% .England endeavored to control this waste and 
suppressed all paper money in Massachusetts in 1741(The Bubble Act as 
before-mentioned,in all New England by 1751 and throughout the colonies 
in 1764.Treasury notes,not legal tender, were not included in the restrict- 
ions and in 1774 it is estimated that $12,000,000 of valid paper money 
was in use.The interference with paper money issues so inflamed the 
colonists|that in 1766 Franklin issued a solemn warning to England 
which went unheeded. 

Then came the American Revolutionary War. The Continental Congress 
attempted to unite the interests of the otherwise individualistic 
colonies to prosecute the war.The governing classes were so riled 
against taxation procedure that the Continental Congress could not get 
the permission of a single colony to raise funds directly for military 
expense Finally the colonies agreed to reddéem in their own way their 
share of continental paper money and on June 22,1775 the first issue 
of $2,000,000 was authorized.The need for money for state and national 


expenses created a clamor for paper money rather than slow payment of 


governmental debts and the emergency was relieved with manifold products 
of the printing press.In a period of five years the national government 
emitted $241,077,156 in currency redeemable in Spanish dollars,and the 
states likewise issued the sum of $209,524,776 payable in Spanish 
dollars.This appeared to be the only solution to the finance problem 

as foreign loans and bond issues could not be relied on. Twenty-eight 
note signers were hired to number and sign these notes of thick pulpy 
paper stiffened with flakes of mica. 

Repayment from the states was to begin in 1779,but depreciation was 
sensed in 1776 and it was necessary for congress to brand as an enemy and 
order ostracised anyone who refused continental bills. Associations were 
formed by patriots to preserve the credit of the currency but counterfeit 
bills began to appear and created further distrust in the money. New 
York and Virginia forbid the use of private tokens or bank notes so as to 
strengthen the continental paper. With only $15,000,000 in notes out- 
standing at the time of the Declaration of Independence,the credit of the 
government to borrow was not hampered. Newspapers were filled with pa- 
triotic letters concerning government credit. One writer "Conti" thought 
the country could go into debt to the full extent of what it was worth. 
approximately $500 ,000,000, and so it did. 

On Nov.1,1776 Congress in desperation even wanted to try a $1,500,000 
lottery. The army was given the power to seize property if a person re= 
fused to sell for continental currency. Teotised had to close up and 
specie was used even though forfeiture of property was ths penalty. The 
value of the continental dollar had fallen ta:2 for 1 when Washington 
defeated the English at Trenton. By 1777 all the stutes had made the 
government money legal tender and a refusal to accept it automatically 
cancelled the debts. Earlier paper money which was still at par was 


exchanged for continental paper,by compulsion. 
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Then came the "Deflation" NRA. Natural economic forces were to be 
subservient to the law of the land,an experime@f which was not new to the 
colonists. Therefore shortly after the state legal tender laws were pass- 
ed the prices were fixed on ordinary commodities and on labor. The New 
England colonies sent representatives in 1776 to Providence and wholesale 
prices,retail markups and wages were fixed. If some families were in want 
and others had a superfluity,the Rhode Island constables were authorized 
to seize goods for a weasonable price. Licensing statutes in Connecticut 
allowed only thoge who were not sharpers to buy goods to sell at retail. 


demand fov 
This curtailed importations and goods became scarce; the prées SF mer- 


tas ee that iepactshad’ to be mod ifleg. The Yorktown 
price: convention for the middle and southern colonies met in March 1777 in 
an effort to regulate prices and went so far as to forbid auction sales. 
<— Numerous frantic efforts akse were made at conventions to uphold the 
currency and establish reasonable values, tut Le 10 avai), 

It was not until 1781 that the legislatures repealed all price fix- 
ing laws and legal tender acts,admitting that water would not flow uphill 
even though the force of legislatures is behind it. The rate of depre- 
ciation of the paper currency had been as follows: 

By the end of 1776----11/4 to 1 
1777---- 4 to 
1778-~-- 6 to 


AL 
nt 
1779=---- 40 tol 
1780---- 85 tol 

i 


1781--~-1000 to 


When victory was certain and paper money was worthless,hard money came 
out of hoarding and, according to Pelatiah Webster, was in circulation to the 
amount of $10,000,000. The inflation was most devastating to the economic 
status of the victorious and now wholly independent nation. The paper 


money had truly becgome "Not worth a Continental." 


@eilcg= 
The future treatment of the continental and state paper money was 
wise but harsh. Article XII. of the articles of confederation written in 
1777 read " All bills of credit emitted,money borrowed and debts contract- 
ed by or under the authority of Congress before the assembling of the Unit- 
ed States in the pursuance of the present confederation shall be deemed and 
considered as a charge against the United Ststes for payment and satisfac~ 
tion whereof the United States and the public faith are hereby solemnly 
pledged." This occured when some depreciation had taken place and was a 
promise made in good faith but lacking the means of fulfilment as the states 
could not be forced to submit to national taxation under the Confeiieration . 
; When the Constitutional Convention was in session in 1787 the section 
applicable first read as follows; "The Legislature of the United Ststes shall 
have power to fulfill the engagements which have been entered into by Con- 
gress." Colonel Mason objected to this power as the debts to foreign gov- 
ernments and bonds were by international law preferential claims,and the in- 
ternal paper money was already repudiated. oe oe iehencinueeys iar the 
money be put on a footing with other United States securities. (It was later 
discovered that Mr.Gerry had been unusually willing to yield on other contro= 
versial points because he wanted continental paper redeemed since he had se=- 
cured a large quantity of it as a speculation.) He then refused to sign the 
Constitution. As finally written Article VI. Section I states 
"All debts contracted and engagements entered into before the adoption 
of the Constitution shall be as valid against the United Ststes under this 
Constitution as under the Confederation." 
Redemption of Continental and state paper money was left as a matter 
of administration by Hamilton and Madison because 
(1)The states had issued and redeemed varying amounts, 
(2)Speculators held the majority of the paper money, 


(3)When the government could repay in specie,those who were 
injured would not be benefited. 


13 


To prevent a future paper money panic the following phrases were 
inserted in the Constitution: 


Article I,Section 8,Clause 5 
Congress shall have power to coin money,regulate the value 
thereof,and of foreign coin ... 
(The words "coin money"were explained by Hamilton in 
1790 not to exclude the issuance of paper money ,but 
was to crystallize the lesson of coining and not printing 
the circulating media) 


Article I,Section 10,clause 1 
No state shall coin money; ...emit bills of credit ; .. 


> e 


Thus we may conclude the numismatic history of colonial 
time 
America up to 1783 from which the country began a new cycle of 


finance. Monetary history of the colonies did not teach the people 
a lesson,for the government was to allow private banks to build up 
a new system of paper currency which was doomed to the same fate - 


the panic of 
an ultimate and complete collapse eo 


